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In 2017 alone, roughly 61 million people received monthly benefits 2 averaging $1,342 per person, 3 with total expenditures exceeding $922 billion. 4 Due to this substantial disbursement of benefits, the Program has a major impact on the U.S. economy, and it is particularly responsible for a reduction in the poverty rate and an increase in economic output. 5 However, the Program is currently on a collision course with an economic reality: Its expenditures have begun to exceed its income, and if the Program maintains its current benefit and tax rates, it is on a fiscally individual economic consequences of increasing funds by raising or eliminating the payroll tax cap, and the economic consequences of cutting benefits by raising the retirement age. Part IV provides an outlook of the Program's impact on the U.S. economy. Finally, Part V briefly suggests a number of solutions that would fix the projected economic shortfall and therefore lead to the continued solvency of the Program.
While the Program is comprised of two separate entities-the OASI Program and the DI Program-the operations of the Program are shown on a combined basis as the OASDI Program. 10 Consistent with the Trustees Report, this Note is combines the two Programs as the OASDI Program. However, this Note places a greater emphasis on the larger of the two Programs-the OASI Program.
I. OVERVIEW OF THE SOCIAL SECURITY PROGRAM

A. History
The Program was created on August 14, 1935, when the Social Security Act was signed into law by Franklin D. Roosevelt.
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Following the onset of the Great Depression, poverty among the elderly grew dramatically, and at the Depression's height, an estimated one-half of the elderly lacked enough income to be self-supporting. 12 The Program was created to provide economic security through a continuing source of income for retired workers. 13 At its inception, the Program provided single-lump sum payments, financed by payroll taxes, to retired workers aged 65 and older. 14 When the Program was enacted, President Roosevelt noted that it was simply a starting point, and that future reform would be necessary. 15 The Program underwent reform in 1939 by expanding benefits to include a 10 TRUSTEES REPORT, supra note 2, at 2. 11 SOC. SEC. ADMIN., HISTORICAL BACKGROUND AND DEVELOPMENT OF 
B. Problems with the Program
Since the Program's inception, both life expectancy and the number of retirees eligible to receive benefits has drastically increased-a trend that is expected to continue.
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In 2017, the average life expectancy in the United States for males and females combined who reached age 65 was 85.45 years.
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This means that on average, today's elderly live about 21 years postretirement, 22 which is a substantial increase compared to 1940, when the Program began making regular monthly payments.
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At that time, the average post-retirement life expectancy for men and women combined was a mere 14 years.
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Furthermore, as the nation's population ages, the number of retirees collecting benefits is rising faster than the number of workers paying taxes to support the Program. 25 This is due to the retirement of the baby-boom 16 generation coupled with lower birth rates.
Id
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As a result, the 2017 Trustees Report projects that the ratio of 2.8 workers paying taxes to each beneficiary will decline to 2.1 workers to 1 beneficiary in 2036. 27 In 2016, there were roughly 48 million Americans over the age of 65 
A. Overview of the Payroll Tax Cap
The Program is financed by three main sources: payroll taxes, federal income taxes on benefits, and interest accrued on the Trust Funds' balance.
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The largest of these three revenue generators is the payroll tax, which applies a 6.2% tax of a worker's earnings up to a taxable maximum, known as the "payroll tax cap."
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The employee's employer is also subjected to a 6.2% tax 33 TRUSTEES REPORT, supra note 2, at 4. 34 FAST FACTS & FIGURES, supra note 26, at 37. 35 TRUSTEES REPORT, supra note 2, at 23. 36 Id. at 6. 37 The revenue generated from the payroll tax is divided between the Trust Funds, with the substantial majority of revenue being allocated to the OASI Trust Fund. Id. at 8. In 2016, 10.03% of revenue generated from the payroll tax was allocated to the OASI trust fund, whereas only 2.37% was allocated to the DI Trust Fund. Id. 38 The 2018 payroll tax cap is $128,400.00. SOC. SEC. ADMIN., 2018 SOCIAL SECURITY CHANGES (2018), https://www.ssa.gov/news/press/factsheets/colafacts2018.pdf. The "payroll tax cap" is technically called the "contribution and benefit base," due to the fact that it applies the same annual limit to earnings when used in benefit computation. See CONTRIBUTION AND BENEFIT BASE, SOCIAL SECURITY ADMINISTRATION (2017), https://www.ssa.gov/oact/cola/cbb.html. Applying the cap to both contributions and benefits ensures that benefits bear some relationship to contributions and align with the progressive that mirrors the employee's earnings up to the taxable maximum for a combined tax rate of 12.4%.
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Due to the projected financial shortfall, many policymakers have proposed increasing or eliminating the payroll tax cap to help increase revenue to restore the Trust Funds' financial balance. 40 
B. Advantages of Increasing or Eliminating the Payroll Tax Cap
Raising or eliminating the payroll tax cap would expand retirement security for millions of workers without imposing an economic burden on impoverished people who are most in need of the Program's benefits. 41 Moreover, it would result in high-income earners paying a tax rate equal or closer to what middle and lower-class citizens currently pay, thus making the Program more progressive.
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The average number of workers above the cap in a given year has risen from 3% at the Program's inception, to roughly 6% currently. 43 Furthermore, while the tax cap covered about 92% of taxable earnings in 1937, that number has decreased, and it now only covers about 82% of such earnings. 44 The increase in the number of workers above the tax cap and the recession in covered earnings is due to the fact that wages have remained stagnant over the last decade for middle and low-income earners, but have significantly increased for high-income earners. 45 If the cap was raised or eliminated, policymakers would need to decide how to account for any new taxed earnings. Three options exist: the first is approach of the Social Security Program by providing a larger percentage of benefits to lower income citizens. See U.S. GOV'T ACCOUNTABILITY OFFICE GAO-16-75SP, SOCIAL SECURITY'S FUTURE: ANSWERS TO to keep the same formula, providing workers benefits on their newly taxed earnings; the second is to maintain the current benefit formula, only providing benefits up to the current tax cap and not on newly taxed earnings; and the third is a middle ground that includes increasing benefits for those paying higher taxes but by lesser amounts than the current formula mandates. 
Increasing (But Not Eliminating) the Payroll Tax Cap
Increasing the cap to once again cover 90% of workers' earnings would set it at about $270,000-more than double the current cap. 47 Specifically, if the cap was increased to cover 90% of earnings while also providing workers increased benefits up to the revised taxable maximum, 27% of the Program's shortfall over the Trustee's 75 year projection period would be eliminated, while its balance over that 75 year period would increase by 17%. 48 Doing the same while not providing increased benefits on the revised taxable maximum would eliminate about 35% of the projected financial shortfall, while increasing the annual balance by 27.83%. 
Eliminating the Payroll Tax Cap
Eliminating the cap immediately, or phasing it out gradually, would drastically decrease the projected financial shortfall while restoring the Trust Funds' balance. For example, eliminating the cap immediately while providing benefit credits for earnings above the current cap would eliminate 67% of the projected shortfall while increasing the annual balance by 46 Eliminating the cap immediately and not extending benefits above the current cap would eliminate 83% of the projected financial shortfall, while increasing the annual balance by 57.83%.
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C. Disadvantages of Increasing or Eliminating the Payroll Tax Cap
While raising or eliminating the cap may resolve the Program's projected financial shortfall, such a reform measure comes with potentially negative economic consequences. Raising or eliminating the payroll tax cap could increase costs, harm individual incomes, and stunt economic growth while also frustrating the purpose of the Program. 
The Purpose of the Program Would be Frustrated
As a Social Security Administration report provided, "The upper limit on the tax was designed to assure that no one contributed directly more than the value of the protection that he or she received."
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In fact, the creators of the Program did not advocate for a tax cap, but instead recommended that people with earnings exceeding three times the average wage be exempt altogether from the Program-neither paying taxes nor receiving benefits. 
An Increase in the Marginal Tax Rate Would Result in Negative Economic Affects
Raising or eliminating the cap would cause a substantial increase to the tax rates of high-income earners.
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Today's top marginal tax rate on earned income is 37%. 62 Adding state income tax drives that number even higherinto the mid-40% range for most states, and 50% for California. 63 Eliminating the tax cap effectively raises the top tax rate by 6 percentage points. For example, if the cap was eliminated, a single person with $150,000 in taxable income would see his or her combined federal income and payroll tax rate jump from 24% to 30.2%, and would pay an additional $13,392 in taxes. 64 Because taxes are distortionary, 65 meaning that they alter individuals' behavior and total economic output, a raise in the marginal tax rate could discourage work by the most productive workers. 66 This would result in less payroll revenue than anticipated. 67 When marginal tax rates rise, lowerincome workers are constrained in their ability to cut back on work due to the fact that they must maintain some minimal level of income. 68 In contrast, higher-income workers generally have more flexibility to work less. 69 However, working less leads to a reduction of take-home pay, which tends to result in cuts on savings and investment. 70 The disincentive to work results in lower incomes and less investment, which ultimately would harm economic growth and negatively affect tax revenues. 71 In conclusion, while raising or eliminating the payroll tax cap would mitigate the projected economic shortfall, an increase in taxes on high-wage earners may lead to a decreased work incentive, which in turn would negatively affect economic output and tax revenue. Therefore, when deciding whether to increase or eliminate the payroll tax cap, policymakers must weigh the costs and benefits of the economic effects.
III. THE ECONOMIC EFFECTS OF CUTTING BENEFITS BY RAISING THE RETIREMENT AGE
A. Overview of the Retirement Age
The Program provides monthly benefits 72 based on an employee's earnings history.
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To receive such benefits, a worker must have worked in "covered" employment for at least 40 calendar quarters (known as "quarters of coverage"), 74 and the total earnings must meet a required minimum, which is adjusted annually for inflation.
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If the aforementioned requirements are met, a worker is entitled to an unreduced benefit at "normal retirement age" (NRA) equal to his or her primary insurance amount (PIA). The PIA is progressive, providing a larger benefit as a percentage of earnings to lower earners than to higher earners. 76 The NRA, which has gradually increased since the Program's creation, is based on a worker's year of birth.
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A worker also has the option to elect for early retirement beginning at age 62 at the cost of permanently reduced 72 See SOCIAL SECURITY'S FUTURE, supra note 38, at 8-11 (There are three steps to determine the amount of benefits a worker will receive. First, the average indexed monthly earnings (AIME), which are indexed to changes in average wages, are calculated based on the worker's highest thirty-five earning years in which he or she paid Social Security taxes (known as computation years). Second, the AIME is used in a progressive formula to calculate the PIA, which is the benefit received if claimed at the full retirement age. Third, adjustments are made to the PIA to reflect various other provisions, such as those relating to early or delayed retirement, maximum family benefit amounts, and receipt of a non-covered pension. Id. Additionally, once monthly payments have begun, benefits are generally adjusted to reflect price inflation, known as cost-of-living-adjustment (COLA)). 73 (2018) (in 2018, the PIA is derived via the following calculation: 90% of the first $895 of AIME + 32% of AIME over $895 through $5,397 + 15% of AIME over $5,397 Finally, a worker may elect to defer retirement beyond the NRA up to age 70, in which case the retiree receives a bonus in the form of "delayed retirement credits." 79 80
B. Advantages of Raising the Retirement Age
The increase of the average life expectancy and the retirement of the baby-boom generation have led to more benefits being paid to beneficiaries for longer periods of time. 
Increasing the Retirement Age Will Benefit the Economy
Increasing the retirement age will benefit both individuals and the economy by incentivizing workers to remain in the labor force longer. 90 The longer a person waits to retire, the wealthier and more financially secure that person will become. For example, a worker who works 8 extra years between ages 62 and 70, which is a 20% increase in working years for a person who began working at age 22, will increase his or her Social Security payouts by 76% per year. 91 In other words, 20% more work yields a 76% increase in benefits.
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Working until age 70 would also likely double 401(k) benefits.
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The combined increase in both Social Security and 401(k) benefits would lead to a substantial income increase per year.
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This significantly reduces a retiree's chance of sinking into poverty at an early age. Moreover, it increases economic output and raises the standard of living for both active and retired workers. 95 In conclusion, while increasing the retirement age would not completely eliminate the projected financial shortfall, it would help reduce it. By doing so, elderly people would have an incentive to work longer. Therefore, fewer taxes would need to be paid by taxpayers to support the elderly, and the overall economy would expand due to increased productivity. Furthermore, raising the retirement age would decrease the post retirement life expectancy gap so that it is closer to what it was when the Program was enacted.
C. Disadvantages of Raising the Retirement Age
While raising the retirement age in some form would reduce the Program's economic short-fall, such a reform measure places economic and the U.S. economy as a whole. It also frustrates the purpose of the Program. Furthermore, costs might merely shift from the OASI Program to the DI Program, thus, ultimately not solving the impending financial shortfall.
Raising the Retirement Age Would Harm Low-Income Workers
Increasing the retirement age results in lower-income earners, who need benefits the most, collecting benefits for a shorter period of time than higherincome earners. While the average life expectancy has increased, longevity differences exist between socioeconomic classes. 97 A recent study shows that in the United States, the richest 1% of men live an average of 14.6 years longer than the poorest 1% of men, while amongst women with those same wealth percentiles, the difference is 10.1 years, on average.
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This gap is rapidly growing. Over the past 15 years, life expectancy has increased by 2.34 years for men and 2.91 years for women who are among the top 5% of income earners in the United States, but it has increased by just 0.32% and 0.04% for men and women respectively in the bottom 5% of income earners.
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These numbers are more drastic when broken down by race. In 2015, 18.4% of African American elderly people lived below the poverty line. 100 Furthermore, about 45% of elderly African Americans rely on the Program's benefits for more than 90% of their income. 101 This compares to only 32% of white people.
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Reducing benefits by raising the retirement age would negatively affect the elderly poor by cutting into their retirement income. 103 Moreover, onethird of elderly beneficiaries relied on the Program's benefits for 90% or more of their income.
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The benefits paid to millions of recipients positively affect the economy by reducing the poverty rate and increasing economic output. 119 Therefore, lawmakers must consider the impact of any proposed reforms on not only specific classes of individuals, but on the U.S. economy as a whole.
B. The Social Security Program Reduces Poverty
The Program plays a vital role in reducing poverty throughout the United States, which positively affects the economy. It does so by reducing money that stems from supporting the needy and by increasing economic
